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RESPONSE OF THE CHARLOTTE OBSERVER PUBLISHING COMPANY TO NOTICE OF 
INQUlR Y NO. I 

L0~al~d In Charlot\<:, North Carolina, The Charlol\e Obs~rver I'ublishlng Company, ("Observer"), 
is the largest dai ly newspaper itllhc Carolinas. For 125 years, we have served the Piedmont region 
and reach o\'cr I million readers every week. 

The Observer submits this declaration in support of the Newspaper Association of America's 
("NAA") Response 10 Notice of Inquiry No. I. 

The Observer wants 10 formally reiterate our opposition to the proposed Negotiated Service 
Agreement ("NSA .,) hetween (he lJ m(cd Slales POSlal Servic~ ("USPS") ,md V illils>is Di rect Mai l. 
rrl~. eValassis"'), and ['urthn i nustrat~ Ihe meparilble harm the Jgreement could have on The 
Observer, the USPS and the communities we collectively serve, 

Vabssis is one of The Observer's largest competitors for free ,tanding ins~rts. Valil~s; ~ also serves 
a~ the ilgeney which places the orders for many of our major accounts. Granting uny preferentiill 
rm~ ,;tructure further erodes the competitive landscape, Valassis al ready knows Our rat~s ,md th;~ 
pULS them In an unlai r compet;ti v~ position. The proposed discounted rate to Vubssis " not only 
unfair, it ~oul d upend the competi tive landscape in our markets in f~v(lr of V nht:;sis, potent ially 
dealing The Observer's operations a serious blow, and lInp<lCting our Jbility to serve our 
commllnities with high qllallly news and infonn;<t;oll. 

Re,;pon,;c T0 Questions 

For fisc ill y~i!r 20 I O. we estimate that advertising lnSCriS lor dur:\blc and semi -durable good, 
from nationill reta ilers representcd 23% of The Ohserver's lotal "dvertising revenucs (includ ing 
ROP, cla~sl l i ed, and digi tal advertising), 29% of Our tOl~1 pTl nt adv~rt;si ng revenue. and 75% of Our 
total preprin t a(k~rtising revenue, 

2. For fj ,eal year201 l , we estimate that adverti sing im;~rb lor du rable and semi-durable goods 
from n31ional rdailers represented 24% ofCharlOlle Oh~erver 's total advcrtising revcnues 
(including R or, ~ lassified, and digi tal advertising), 32% of OUI total print adverti sing revenue, "nd 
74% of our towl preprint advertising rcv~n lK, 
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3. The Observer distribute, Tvt"l Market Coverage ("TMC") packages to non-newspaper 
subscribers through the In ili l and C<lrrier ddlVery midweek. While TMCs may contain advertising 
inserts fromllati olli<i reWi!ers and for durab le and semi-durable goods, most of these types of 
midweek advertising inserts represent local grocery stores, fast food outlets and other retailers wilh 
local operations. Most of the ad mserts from national retailers and for durable and semi-dur"b!e 
goods are distr ibuted within The Observer', Sunday newspaper editions or through our carrier­
delivered Community Papers targeting non-newspaper subscribo;rs, The SLlnday newspaper is very 
importam to The Observn's operations. On average, Sunday newspaper <Idverti,ing drives nearly 
39"10 of Charlotte Observer', advertising r€vcnues , The Sunday paper creates a ~i gnific<lnt portion 
of our pro fi ts in add ition to being highly valued by vur r€aders and advertisers, The proposed NSA 
with V31a~~IS, however, could lure many of these dUCilb1e and semi-durable goods advenisers from 
our Sunday newspapers to Valassis. We believe this v.oLlld dilnmish u ~l gnilican( portion of The 
Observer's pre-pnnt adverti ~ing revenues . As a result, it would cause us to cut co~ts in response to 
obtaining suvings to r€main competitive, including the possibility of scaling back our news 
coverage and potentially pulhng our midweek TMC package from the mail. 

4. For fiscal year 20 10, The Observer paid the USPS approximately $2. 1 million to deliver our 
TMe and direct mail products. The Ob\Cerver IS unable (0 provide the Posta l Regulatory 
Commiss ion cumulative weigh( or illd ividu;ll pieces m;liled ,;m~e The Observer's systems do not 
(rack (his mcasuremem. 

5 In 2011, we spent slightly $2.3 million in postage on ourTMC plOduct mailing 12 mil lion 
pieces. In 20 12 we anticipate pos(age to be elose to $2.6 million with 15.5 mil lion piece> mailed. 

6. The Observer believes that (he USPS could lose a significant portion of the approximately 52.6 
million The Ob,erver expects to spend on postage in the next year if the Valassis NSA is approved. 

I declure under p<:~alty of p<:rJury Iha( (h~ foregoing IS true and correct. 

Executedo ")une27,20 12. 

~lk\Cmfl,"'YJL---'= 
Presid~nt and PLlbl isbcr 
The Charlou€ Observer Puhlishing Company 
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